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Abstract
This paper conducts a review of the literature on skills shortages in South Africa. It is 
demonstrated that different Government departments have different views concerning the 
GH¿QLWLRQRIVNLOOVVKRUWDJHV7KLVLVODUJHO\GXHWRWKHRPLVVLRQLQDQ\RI¿FLDOJRYHUQPHQW
literature of tying the concept of “skills shortages” to productivity. There is also a complex 
and frequently overlapping institutional architecture that undermines the effective 
administration of skills development. An important example of this is that the link between 
SURYLGLQJVNLOOVWUDLQLQJDQGDFFUHGLWLQJLQGLYLGXDOVZLWKDTXDOL¿FDWLRQWKDWDFNQRZOHGJHV
this training is very poorly administered, highlighting poor co-ordination between the 
Department of Labour and Department of Education. Among Sectoral Education and 
Training Authorities (SETAs), there is also under-performance on their mandate to 
SURYLGHVNLOOVWUDLQLQJIRUWKHXQHPSOR\HG±DQDFWLYLW\WKDWLVÀDJJHGLQWKLVUHYLHZVLPSO\
because of the strong public good nature to this activity and the fact that only SETAs are 
institutionally empowered to effect this change. A variety of policy recommendations are 
made with respect to both closed- and open-economy solutions to skills shortages. A key 
point is that immigration legislation must be relaxed in order to help solve the pervasive 
skills constraints in South Africa. 
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 1. Introduction
This paper reviews the literature on skills shortages in South Africa. ‘Skills shortages’ is 
DQDPRUSKRXVFRQFHSWWKDWHQFDSVXODWHVPDQ\VSHFL¿FFRPSRQHQWVEXWDWWKHKHDUWRI
the matter is the idea that the demand for certain skills exceeds supply. In the discourse 
of labour economics, labour supply refers to the individuals who participate in the labour 
market with given endowments of human capital, whereas labour demand refers to the 
private and public entities that employ individuals. Intermediating between these is the set 
of institutional arrangements that help form and shape the nexus between labour demand 
and supply, including educational institutions in civil society, training providers in the 
private sector and the public sector. The focus of this paper is therefore directed to these 
three concepts and their interrelationships. 
The genesis of South Africa’s skills policy regime is intricately linked to our history as 
an Apartheid state, the legacy this presented in the labour market, and the efforts post-
1994 to ameliorate the iniquities of “Bantu” education. At the same time, South Africa’s 
highly isolationist geo-political and economic policies were substantively transformed in 
WKHGHPRFUDWLFHUD IRUFLQJ¿UPVWREHFRPHPRUHFRPSHWLWLYHDQGH[SRUWRULHQWHG7KLV
often had the effect of augmenting capital-intensive technological change, and otherwise 
inducing a thorough reorganisation of the forms and methods of production, with its 
resultant skills implications. Inevitably, this process was not without its losers, but several 
years on – as we undertake this evaluation in 2006 – the economy has witnessed the 
longest sustained upswing in the business cycle for many decades. The ability to continue 
this upswing is dependent on many things, an important component of which is the 
LQFUHDVLQJHI¿FDF\RIWKHVNLOOVGHYHORSPHQWUHJLPH
:LWK WKLVDVRXUFRQWH[W LW LV LPSRUWDQW WRGH¿QHVNLOOVVKRUWDJHVDQG WKHFRPSRQHQWV
thereof. We note that there is traditionally a difference in the way that economists think of 
VNLOOVVKRUWDJHVDQGWKHPDQQHULQZKLFKWKHVWDWHKDVFRPHWRGH¿QHLW)RUHFRQRPLVWV
the most important aspect of any discussion of skills is its relationship to productivity in the 
¿UP+RZHYHU*RYHUQPHQWKDVGH¿QHGVNLOOVVKRUWDJHVZLWKRXW WDNLQJWKLVUHODWLRQVKLS
LQWRDFFRXQW6KRUWDJHVDUHGH¿QHG LQERWKDEVROXWHDQGUHODWLYH WHUPVEXWQHLWKHURI
these concepts is related to productivity. This results in disputes between Government 
departments (e.g. Department of Labour, Department of Home Affairs, etc.) over the 
precise numbers of occupational skills shortages. Having noted this, in this document we 
proceed to discuss the latter concept of skills shortages predominantly, since the domestic 
literature is almost exclusively focussed (implicitly) on this interpretation of the concept.
DPRU Working Paper 07/121
               2
*LYHQWKLVGH¿QLWLRQRIVNLOOVVKRUWDJHV LW LV LPSRUWDQW WRFODULI\ WKHFRPSRQHQWVRI WKH
SUREOHPDVSUHVHQWHGLQWKH*RYHUQPHQW OLWHUDWXUH)LUVWO\VNLOOVDUHXQGHUVWRRGWRUHIHU
WRERWKTXDOL¿FDWLRQVDQGH[SHULHQFHScarce skills, in the parlance of the Department of 
/DERXUDQGWKH6HFWRUDO(GXFDWLRQDQG7UDLQLQJ$XWKRULWLHV6(7$LVGH¿QHGWRUHIHUWR
RFFXSDWLRQVLQZKLFKWKHUHLV³DVFDUFLW\RITXDOL¿HGDQGH[SHULHQFHGSHRSOHFXUUHQWO\RU
anticipated in the future, either (a) because such skilled people are not available, or (b) 
EHFDXVHWKH\DUHDYDLODEOHEXWGRQRWPHHWHPSOR\PHQWFULWHULD´)RRGEHY6(7$
42).
This scarcity can arise either due to an absolute scarcity of these skills or a relative 
scarcity. Absolute scarcity refers to suitably skilled people that are not available, for 
example in a new or emerging occupation (e.g. biotechnology, information technology), a 
ODFNRIVXI¿FLHQWQXPEHUVRIZRUNHUVZLWKVSHFL¿FVNLOOVRULQVXI¿FLHQWQXPEHUVWRVDWLVI\
replacement demand (ibid, 42). Relative scarcity, on the other hand, refers to a situation 
where suitably skilled people exist, but do not meet other employment criteria, for example 
they live in different geographical areas, or do not satisfy Black Economic Empowerment 
criteria (ibid, 42).
Critical skillsUHIHUWRVSHFL¿FVNLOOVZLWKLQDQRFFXSDWLRQ,QWKH6$FRQWH[WWKHUHDUHWZR
groups of critical skills: (1) generic skills, including problem solving and learning to learn; 
language, literacy or numeracy skills; and working in teams for example; (2) particular 
occupational skills required for performance within that occupation (ibid, 43). It is the latter 
IRUPWKDWDFFRXQWVIRU WKHSUREOHPVWKDWHPHUJHZKHQD¿UPH[SHULHQFHVWHFKQRORJLFDO
FKDQJHRU UHRUJDQLVHVSURGXFWLRQPHWKRGV LELG7KHVHGH¿QLWLRQVXQGHUSLQ WKH
understanding of skills shortages and must be kept in mind when diagnosing the nature of 
skills shortages.
However, skills shortages are not only about scarce and critical skills, which imply some 
IRUPRIDGYDQFHGTXDOL¿FDWLRQ LQD µKLJKVNLOOV¶HQYLURQPHQW ,QGHHGRQHRI WKHFHQWUDO
tenets of Andre Kraak’s work (2004, 2005), has been that the emphasis on ‘high skills’ 
LVQRWVXI¿FLHQW LQDGHYHORSLQJHFRQRP\VXFKDV6RXWK$IULFD7KHDXWKRUQRWHV WKDW
emphasising low skilled strategies should be viewed in a positive light, particularly with 
respect to addressing unemployment and stimulating labour-intensive forms of production 
)XUWKHUPRUHH[FOXVLYHHPSKDVLVRQ WKH µKLJKVNLOOV¶VWUDWHJ\ LJQRUHV WKH
tough conditions and constraints that developing economies face in their attempts to 
move up the value chain (ibid, 213). Consequently, we should think of “skills shortages” 
DVFRPSULVLQJHYHU\WKLQJIURPWKHPRVWDGYDQFHGTXDOL¿FDWLRQVWRWKHPRVWHOHPHQWDU\
and “skills development” as something that may be needed for different people at different 
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stages of their life cycle, or over the business cycle, or both. 
7KHUHVWRI WKLVGRFXPHQWSURFHHGVDVIROORZV¿UVWO\ WKHSROLF\HQYLURQPHQW OHDGLQJXS
to the suite of legislation promulgated in the late 1990s is reviewed from the perspective 
of prevailing academic literature devoted to this topic. Skills development was facilitated 
by at least four important policy documents: the Skills Development Act (1998), the Skills 
Development Levies Act (1999), the National Skills Development Strategy (2001), and 
the Human Resources Development Strategy (2001). The analysis then turns to the 
TXHVWLRQRI ODERXUGHPDQGVSHFL¿FDOO\ WR WKH LVVXHRI LGHQWLI\LQJ WKHQDWXUHRIVNLOOV
shortages, including scarce and critical skills, but also to some of the other initiatives such 
as learnerships that have become crucial to the effectiveness of the skills development 
regime. Labour supply questions are then addressed, including the nature of the 
education and training system in South Africa that has been formed since the enactment 
RI WKHDIRUHPHQWLRQHG OHJLVODWLRQ/DVWO\ UHÀHFWLRQVRQ WKH LQWHUUHODWLRQVKLSVEHWZHHQ
demand, supply, and the institutional and policy contexts are made.
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 2. The Post-1994 Policy Environment
By 1994, South Africa’s economy had undergone widespread changes to its industrial 
structure and trade policy. Over the period 1970-1995, the primary sector shed 
approximately 1.5 million jobs, the manufacturing sector saw approximately 400,000 
jobs created, and the tertiary sector saw an increase large enough to make net 
employment creation between 1970-1995 positive1 (Bhorat, 2000, 437). The impact of 
trade liberalisation – a hotly debated subject in the South African literature (see Holden, 
%HOO)HGGHUNHDQG9DVH±FDQEHFRQVLGHUHGWREHDPELJXRXVZKHUH
important distinctions lie in the causality attributable to trade liberalisation as opposed to 
technological change. 
$PRUHUREXVW¿QGLQJLQWKHOLWHUDWXUHRQFKDQJHVWRHPSOR\PHQWRYHUWLPHKRZHYHUKDV
been that skills biased technological change has been experienced (Bhorat and Hodge, 
1999; Edwards, 2002). The implication of this is that within-sector changes in employment 
have almost been more important than between-sector industrial structure changes when 
considering the nature (and skills intensity) of labour demand in South Africa. 
How do these two sources of change affect the skills intensity of labour demand? 
Between-sector changes – e.g. a decline in primary sector employment experienced 
simultaneously as an increase in tertiary sector employment – can create structural
unemployment. Here, workers that previously had the requisite skills to competently 
perform their tasks in the agricultural and mining industries (the primary sector), now 
face a sector with deteriorating terms of trade, and so have to seek work in the tertiary 
(services) sector. However, they do not have the requisite skills to enter the tertiary 
sector, where basic retail skills may be needed in addition to literacy and numeracy, 
and so are left without the human capital to make the transition to a new occupation. 
They are consequently structurally unemployed, and may face a much longer duration 
of unemployment as a consequence. This kind of change has the potential to create 
a scarce skills shortage, where both absolute and relative shortages of tertiary sector 
workers could be experienced.
1  Note that while net employment was positive in numerical terms, these figures do not account for the growth in the   
  economically active population over the period.
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Within-sector changes result from skills biased technological change. Here, new 
WHFKQRORJLHVRUPHWKRGVRISURGXFWLRQDUH LQWURGXFHGE\¿UPV LQDQHIIRUW WR LQFUHDVH
SURGXFWLYLW\$WDQLQGLYLGXDO¿UPOHYHOWKLVUHVXOWV LQWKHQHHGWRWUDLQZRUNHUVEXWDWDQ
economy-wide level, this could result in a critical skills shortage.
As a democratic nation, South Africa therefore found itself not only having to deal with 
the legacy of “Bantu” education and the resultant (absolute and relative) skills shortages 
associated with this, but also in a situation where reintegration into the international 
economy mandated skills biased changes to the methods of production and the world 
of work. The result: too few workers with adequate skills, or labour supply was not able 
to match labour demand. At the same time, we faced an unemployment crisis of historic 
proportion. The result: labour demand was not large enough to absorb the supply of 
labour. This seeming contradiction came to be known as the mismatch between labour 
demand and supply.
(QWHU WKH6NLOOV'HYHORSPHQW:KLWH3DSHU%LOODQG¿QDOO\ WKH$FWRI$V.UDDN
(2004) notes, the Skills Development Act (SDA, 1998) was successful in establishing a 
single national regulatory framework consisting of a National Skills Authority (NSA) and 
25 Sectoral Education and Training Authorities (SETA). These in effect linked the training 
SURJUDPPHVDWWKHQDWLRQDOOHYHOZLWKWKRVHDWWKHVHFWRUDOOHYHOLELG)XUWKHUPRUH
WKH:RUNSODFH6NLOOV3ODQV WKDWDOO¿UPVDUH UHTXLUHG WRVXEPLW WR WKH6(7$V OLQN WKH
¿UPOHYHO WR WKHVHFWRUDO OHYHO7KH LPSRUWDQFHRI WKLVUHODWLRQVKLSEHWZHHQPLFUR¿UP
level data, sectoral aggregation via the Sector Skills Plans, and national aggregation is 
perhaps one of the most under-valued aspects of the SETAs’ work, for it represents a 
KLJKO\FRKHUHQWIUDPHZRUNIRU¿UPOHYHOGDWDFROOHFWLRQWKDWIDFLOLWDWHVERWKWKHDQDO\VLV
and implementation of policy.
The NSA was a replacement for the previous National Training Board (NTB), while the 
SETAs were a replacement of the former Industry Training Board (ITB) (Kraak, 2004). 
Kraak (ibid) contends that the NSA was an improvement over the NTB because the NSA 
KDGPRUHDGYLVRU\SRZHU WKDQ WKH17% LQ WKH IRUPRIEHLQJ UHVSRQVLEOH IRUGH¿QLQJ
national skills development policy and for approving the allocation of funds from the 
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1DWLRQDO6NLOOV)XQG+HLELGDOVRVWDWHV WKDW WKH6(7$VZHUHDQ LPSURYHPHQW
over the ITB, whose legacy included:
A decline in enterprises undertaking training initiatives; 
Only certain enterprises falling within a select few sectors volunteering   
  to provide training; 
(QWHUSULVHWUDLQLQJQRWEHLQJDYDLODEOHDWDOOTXDOL¿FDWLRQDQG  
  occupational levels;
A lack of private-public partnerships;
The exclusion of the informal sector, pre-employed youth and the   
  unemployed from the existing institutional framework; and
Enterprises adopting a short-term approach to skills development.
With this new institutional framework established under the SDA of 1998, the path was 
set for a substantive change to skills development and the method of training workers. 
However, enterprise training in South Africa was also at historic lows up to this point, and 
the Skills Development Levies Act (1999) sought to correct this by creating a national levy 
system applicable to all enterprises based on taxing one per cent of payroll expenditure. 
Important to note in this regard is the fact that, while Government now levied one per cent 
of payroll, the King Commission’s recommendations on Corporate Governance in South 
Africa suggested that enterprises invest four per cent of payroll expenditure on training. 
In this context, Government’s levy can in fact be considered as crowding out enterprise’s 
own training initiatives. The logic here though is that public provision of these services 
are necessary to correct the market failures associated with historically poor levels of 
investment by enterprises in personnel training. 
The Department of Labour’s National Skills Development Strategy (DOL, 2001) reiterated 
the importance of learnerships that was part of the SDA. Learnerships were seen as a 
complement to apprenticeships, and a key method to improve skills development for high, 
intermediate and low-level skills. The Human Resources Development Strategy (DOL & 
•
•
•
•
•
•
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DOE, 2001) sought to further target all three levels of skills development by focusing on 
linking:
  (a) General education provision (schooling, early childhood    
  development, and adult basic education and training), 
  (b) Supply-side dimensions of human resource development   
  (including the provision of further and higher education and   
  training),
  (c) Demand-side dimensions (i.e. demand for skills from    
  employers in both the private and public sectors), and 
  (d) National systems of innovation, research and     
  development (ibid, 12). 
With this as the policy context, we now proceed to evaluate the performance of some of 
the key implementing agencies of the skills development regime.
 2.1 Performance of Government Skills Oriented Institutions
In this section we evaluate several key performance areas of the skills development 
institutions set up under the Skills Development Act (1998). To situate the discussion, 
it is important to note that efforts to upgrade skills have to be linked with the National 
4XDOL¿FDWLRQV)UDPHZRUN14)7KHUHIRUH OHDUQHUVKLSVQHHGWREHWDUJHWHGWRYDULRXV
14)OHYHOVDQGWKLVUHTXLUHVFRRUGLQDWLRQEHWZHHQWKHWUDLQLQJSURYLGHUV WKH6(7$V
and the Department of Education. The merits of this system of accreditation are good in 
theory, but in practise have often resulted in long delays, frustrating training providers and 
thwarting their efforts to provide training. This is a key institutional bottleneck that has a 
decisive outcome on the entire skills development process as currently envisaged.
Assessing the performance of Government’s skills oriented institutions implies that we 
also need to understand the assessment criteria against which success is judged. The 
'HSDUWPHQWRI/DERXU '2/KDYHXVHGDYHU\ WKRURXJKVWUDWHJ\RI WDUJHWLQJVSHFL¿F
QXPEHUVRIOHDUQHUVKLSVRYHUD¿YH\HDUWLPHKRUL]RQWKHLUODWHVWWDUJHWVDQGSURMHFWLRQV
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are provided for the period 2005-2010 – see DOL, 2005b). However, Lundall (2003) has 
FULWLTXHGWKLVPHWKRGGXHWRWKHHPSKDVLVSODFHGRQEHQH¿FLDULHVWDUJHWHGUDWKHU WKDQ
WKHQXPEHUVRISHRSOHZKRFRPSOHWHWUDLQLQJDQG¿QGHPSOR\PHQWRUH[SHULHQFHSRVLWLYH
gains in existing employment. This is perhaps an indicator that could quite easily be 
incorporated into future monitoring and evaluation efforts by the DOL.
Noting these limitations, it is important to state that the DOL have been meticulous in their 
monitoring of the numbers of learnerships implemented by the SETAs, even if this is an 
imperfect indicator of success. Consequently, the thorough reporting of success indicators 
and projections of future performance targets allows us to gain important insight into the 
HI¿FDF\RI WKH/HDUQHUVKLSSURJUDPPH'DWD IRU WKLVVHFWLRQ LV ODUJHO\ WDNHQ IURPWKH
DOL’s (2005a) “State of Skills” report. 
7DEOHSURYLGHVDQRYHUYLHZRIWKHUHODWLRQVKLSEHWZHHQWKH14)OHYHOVDQGVNLOO OHYHOV
UHIHUUHGWRLQWKHH[LVWLQJOLWHUDWXUHDVLGHQWL¿HGE\.UDDN
Table 1: Skill Levels on the National Qualifications Framework (NQF)
  	
 
  

 

   

! "#     #  
$ %&' 

(
) "#   '&' # &  &# #
Source: Reproduced from Kraak (2005, 69)
Learnerships are predominantly (but not exclusively) directed to the intermediate skills 
level. However, the DOL does not disaggregate the targets and indicators of success by 
14)OHYHO&RQVHTXHQWO\ZHFDQRQO\HYDOXDWHWKHQXPHULFDOSHUIRUPDQFHRIWKH6(7$V
This is provided in Table 2.
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Table 2: SETA Performance against the Growth and Development Summit (GDS) Learner    
Commitments (learners below the age of 35)
  	


 	    
    ! 
"#$ % % &%
'( && % !
) *  * 
 !  + 
( *&  +!!!
, % % +*%%
 !* * &!
--."   
( *% *! &
'/     
( %  %  %
(#  %  % 
)/ &!   
,,, &% * %
0 !  * + %
1 **  &! *
,-)    +
,  ! +!*
,   +!*
 * %* +  
1.( * * &
' * ! +*
 % % !%
/21  %%& %%&
-) !* & & + &
Source: Reproduced from DOL (2005a, 50)
(YLGHQW IURPWKH WDEOH LV WKDWGHVSLWH WKHRYHUDOOGH¿FLWRI OHDUQHUVKLS LQLWLDWLYHV
relative to 2003 goals, a large number of learnerships had been initiated by 2004. There 
were clearly more effective and less effective performers over the period, with LGWSETA 
DQG)$66(7UHFRUGLQJIDUPRUHWRWDOOHDUQHUVKLSVLPSOHPHQWHGFRPSDUHGWRJRDOV
and DIDTETA recording the fewest number relative to 2003 projections.
As far as enterprise training initiatives are concerned, Table 3 refers.
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Table 3: National Skills Fund Initiatives with SMMEs
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)URPWKLV WDEOH LW LVDOVRHYLGHQW WKDW WKHUH LV ODUJHYDULDWLRQ LQ WKH OHYHORIRXWUHDFKRI
the SETAs and their link to SMMEs. Clearly, this will be partially dependent on SMMEs 
complying with the SDA and SD Levies Act and submitting Workplace Skills Plans, 
since it is this that would provide the SETAs with the information needed to commence 
engagement and interaction. The corollary to this is that it is therefore also dependent 
on whether employers see value in the SETA’s role and capacity. In this regard, Table 4 
refers.
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Table 4: Satisfaction with the Services of SETAs Rendered during 2002/03
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Source: Reproduced from DOL (2005a, 47).
* A score of 1 indicates that a respondent does not think the SETA did a good job at all, while 5 indicates the
respondent thinks the SETA did do a good job to a large extent.
Evident from the table is the fact that in almost all cases, the majority of respondents 
thought that SETAs were not doing a good job. While this is an important result, it is 
not always clear whether employers always know exactly what SETAs should be doing. 
Recently the Minister of Labour (The Skills Portal, 2006) has had to remind the public 
that learnerships coexist with apprenticeships, and that these are initiatives that can be 
implemented simultaneously. It seems that there was a perception by businesses that 
apprenticeships were no longer possible to implement; legally, this is not the case, and 
businesses have never been prevented from training in this manner by any Government 
OHJLVODWLRQ+RZHYHU WKH IDFW WKDW¿UPVSHUFHLYHG WKH6(7$VWREHXQVXFFHVVIXO LQVR
many different operational areas raises the fear that even if businesses have imperfect 
information about the precise role of the SETAs, they may become increasingly 
despondent with this dispensation.
The satisfaction statistics concerning the SETAs’ performance will be an interesting and 
FUXFLDOLQGLFDWRUWRWUDFNRYHUWLPH,I¿UPV¶SHUFHSWLRQVUHPDLQVRQHJDWLYHLWLVOLNHO\WKDW
compliance with SETA procedures may deteriorate. Given the above, we now turn more 
directly to the demand for skills
DPRU Working Paper 07/121
               12
 3. Demand for Human Resources
In this section we review the literature on the demand for skills chronologically. There 
have been several surveys of skills in South Africa: The National Enterprise Survey 
FRPPLVVLRQHGE\ WKH3UHVLGHQF\ LQ7KH:RUOG%DQN/DUJH0DQXIDFWXULQJ)LUP
6XUYH\:%/06LQDQGWKH:RUOG%DQN6PDOO0HGLXPDQG0LFUR(QWHUSULVH)LUP
Survey in 1999; the Human Sciences Research Council (HSRC) Survey of Skills in 2003, 
as well as the HSRC’s (2003) Human Resource Development Report, a component 
RIZKLFK LGHQWL¿HGNH\VHFWRUVDQGHYDOXDWHG WKHVWDWHRIVNLOOVDQG WKH6RXWK$IULFDQ
Investment Climate Survey sponsored by the World Bank in 2005. In addition, the SETAs’ 
Sector Skills Plans also contain relevant information on skills and skills shortages, though 
by far the minority of SETAs contacted had up-to-date documents in this regard. 
 3.1 The National Enterprise Survey (1998) and World Bank Surveys   
(1999)
Bhorat and Lundall (2002) analysed the results of the National Enterprise Survey 
1(6DQGWKH:%/067KH:%/06VXUYH\HGRQO\PDQXIDFWXULQJ¿UPV LQ WKH*UHDWHU
Johannesburg area, whereas the NES surveyed a national sample with more service 
VHFWRU¿UPV WKDQPDQXIDFWXULQJ ,Q WKH1(6SHUFHQWRIDOO¿UPVVXUYH\HG 
LGHQWL¿HG³LQDGHTXDWHVNLOOV´DV WKHPRVW LPSRUWDQW UHDVRQZK\ WKH\ZHUHGLVVDWLV¿HG
ZLWK¿UPSURGXFWLYLW\ZKLOHSHUFHQWRI¿UPV WKRXJKW LW WKHVHFRQGPRVW LPSRUWDQW
UHDVRQLELG%\VHFWRUSHUFHQWRIPDQXIDFWXULQJ¿UPVLGHQWL¿HGLQDGHTXDWHVNLOOV
DV WKHPRVW LPSRUWDQWUHDVRQZK\WKH\ZHUHGLVVDWLV¿HGZLWK¿UPSURGXFWLYLW\ZKLOH LQ
WKHVHUYLFHVHFWRUSHUFHQWRI¿UPVWKRXJKW LW WKHPRVW LPSRUWDQW IDFWRULELG ,Q
the service sector, this was by far the biggest constraint to productivity improvements. 
However, this was not the case in the manufacturing sector, where the dominant reason 
IRUGLVVDWLVIDFWLRQDPRQJVWPDQXIDFWXULQJ¿UPVZDV³SRRUHPSOR\HHPRWLYDWLRQ´SHU
cent) and “trade union disruption” (25 per cent) (ibid, 37). 
%KRUDWDQG/XQGDOODOVRGLVDJJUHJDWHGWKHDERYHUHVXOWVE\VL]HRI¿UPZKHUHLW
became clear that there was a sequential ordering in the priority of skills shortages by size 
FDWHJRU\$PRQJVWWKH ODUJHVW¿UPVZLWKHPSOR\PHQWQXPEHUVJUHDWHU WKDQSHU
FHQWRI¿UPVVXUYH\HGWKRXJKWVNLOOV WREHDSUREOHPDPRQJVW¿UPVZLWKEHWZHHQ
HPSOR\HHVSHUFHQW WKRXJKWVNLOOVZHUHDSUREOHPDPRQJVW¿UPVZLWKEHWZHHQ
50-99 employees, 5 per cent thought skills to be a problem, and amongst those with less 
WKDQHPSOR\HHVSHUFHQW WKRXJKWVNLOOV WREHDSUREOHPLELG:KLOHVSHFL¿F
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occupational skills shortages were not examined in the NES, the importance of these 
¿QGLQJVZDVWRDGGFRQVLGHUDEOHQXDQFHWRWKHLGHDWKDWVNLOOVVKRUWDJHVZHUHXELTXLWRXV
6HUYLFHVHFWRU¿UPVH[SHULHQFHGJUHDWHUVKRUWDJHVWKDQPDQXIDFWXULQJZKLOHODUJH¿UPV
by far experienced the greatest skills constraints.
$VPHQWLRQHGDERYHWKH:%/06RQO\GUHZWKHLUVDPSOHRI¿UPVIURPWKHPDQXIDFWXULQJ
sector, but within this sector considerably more detail was provided concerning the precise 
occupations deemed by respondents to be in shortage compared to the NES. The WBLMS 
DOVRKDGWZRFRPSRQHQWVWKH¿UVWVXUYH\LQJODUJH¿UPVZKLOHWKHVHFRQGHYDOXDWHGVPDOO
medium and micro enterprises (SMMEs). The sectors analysed in the WBLMS included: 
chemical products, electrical machinery, food processing and beverages, iron and steel, 
metal products, paper and furniture, textiles, and vehicle and automotive components. 
$PRQJWKHVHVHFWRUV WKHPRVWVNLOO LQWHQVLYHGH¿QHGDVPDQDJHULDOSURIHVVLRQDODQG
technical staff) was chemical products, vehicle and automotive components, and electrical 
machinery (Bhorat and Lundall, 2002, 11). The least skills intensive by far was textiles, 
followed by food processing. 
Evaluating large firms first, Chandra, Moorty, Rajaratnam and Schaefer (2001, 40) 
demonstrated that the racial composition of employees in all firms displayed clear 
numerical biases against historically disadvantaged individuals (HDIs) the more highly 
skilled the occupation. The most highly skilled occupations (managerial, professional 
and technical) had fewer than 20 per cent (managerial) and 30 per cent (professional 
and technical) of HDIs, whereas the least skill intensive (plant operators and labourers) 
employed more than ninety per cent HDIs (ibid, 40). However, it was also hardest for 
¿UPVWR¿QGVXLWDEO\TXDOL¿HGLQGLYLGXDOVLQWKHPRUHVNLOOLQWHQVLYHVHFWRUVLQFOXGLQJWKRVH
PHQWLRQHGDERYHEXWDOVRVHUYLFHUHODWHGVNLOOVVXFKDVDFFRXQWLQJPDUNHWLQJ¿QDQFLDO
legal, and even craft related trades (ibid, 41).
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As far as specific occupations deemed to be in shortage is concerned, Bhorat and 
Lundall’s (2002) analysis identified the following occupations by size of firm for the 
WBLMS:
Table 5:  Firms in the WBLMS finding it “hard” or “very hard” to find Specific Occupations   
(percentage), by Size Class
	

  	  	  	 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Source: Reproduced from Bhorat & Lundall (2002, 17)
Among smaller firms, Chandra, Moorty, Nganour, Rajaratnam and Schaefer (2001) 
VRXJKWDPRQJRWKHU WKLQJV WRYHULI\ WKH¿QGLQJ WKDW WKHSULPDU\ IDFWRUFRQVWUDLQLQJ
employment growth was a scarcity of skilled labour, as evidenced in the Large 
0DQXIDFWXULQJ)LUP6XUYH\:KLOHVLPLODUGHPRJUDSKLF WUHQGV VKRUWDJHRI+',VDW
KLJKO\VNLOOHG OHYHOVZHUHSUHVHQW LQ WKHHPSOR\PHQWSUR¿OHRI600(VLELG
WKHVSHFL¿F LQGXVWULDOVHFWRUV WKDWH[SHULHQFHGGLI¿FXOW\ LQ¿QGLQJVNLOOHGZRUNHUV LQ
WKH*UHDWHU-RKDQQHVEXUJ0HWURSROLWDQ$UHD LQFOXGHG IXUQLWXUH SHUFHQWRI¿UPV
VXUYH\HGPHWDOZRUNHUVSHUFHQWRI¿UPVVXUYH\HGFORWKLQJSHUFHQWRI¿UPV
food and beverage (35.7 per cent), construction (45 per cent,) information technology (43 
SHUFHQWWRXULVPSHUFHQWDQGUHWDLOSHUFHQWLELG6SHFL¿FRFFXSDWLRQV
that may have been in shortage amongst SMMEs, was not reported in this survey.
 3.2 The Human Sciences Research Council (HSRC) Report in 2003
In this section we analyse the results of the HSRC’s Human Resources Development
Review of 2003. This was a very large research project facilitated by the HSRC that 
drew together eminent scholars in South Africa to produce an omnibus report that 
evaluated both demand and supply-side aspects of the economy in general and the 
labour market in particular. In this section we will only be concerned with the latter part 
of the HSRC document, which forecast demand for scarce skills and then discussed 
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several key ‘high-level’ sectors that were deemed to have skills shortages. These 
sectors included educators, academics, medical practitioners and nurses, engineers and 
technicians, biotechnologists, managers, and information and communication technology 
professionals.
Analysing the demand for occupational employment, Woolard, Kneebone, and Lee (2003) 
forecast demand for scarce skills over the period 2001-2006, focussing on both net 
changes in occupational employment as one aspect of future demand, and replacement 
demand (resulting from retirements, net migration, inter occupation mobility, and in-service 
mortality) within each occupation. Key results (ibid, 468-470) included that:
   (1) Demand for engineers and natural scientists is    
   strong;
   (2) IT professions will also be in high demand; 
   (3) Growth in the number of educators and nurses    
   ZLOOGHSHQGRQWKHJRYHUQPHQW¿VFDO   
   stance, which has a degree of ambiguity; 
   (4) Demand for managers is expected to be small as   
   ¿UPVUHPDLQVPDOODQGVWULYHWREHFRPH  
   globally competitive, but demand for managers    
   ZLWK¿QDQFLDODQGSHRSOHVNLOOVZDVH[SHFWHGWR  
   be stronger. 
Considering the interaction between demand and supply for certain sectors, the following 
results were obtained (ibid, 470-472):
1. Academics:
Shortage of academics given the vacancies at many institutions and   
  the increased reliance on foreign nationals.
Shortage of PhDs among staff in tertiary institutions.
•
•
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2. Doctors and nurses:
Shortage of nurses due to poor working conditions, low salaries and   
  +,9$,'6
This shortage will continue to exist for doctors due to emigration    
  overseas.
3. Computer-related professionals:
Demand of these exceeds supply.
7KHUHLVVXI¿FLHQWHQWU\OHYHOVXSSO\EXWDODFNRIKLJKO\VNLOOHG  
  professionals.
4. Scientists and science technologists:
Inadequate attention to mathematics and science in school limits the   
  supply of this group and cannot keep up with demand.
No shortage in biological science occupations due to restrained    
  government expenditure.
5. Educators
70,000 educators need to be trained between 2001 and 2006.
6XSSO\RIHGXFDWRUVLVLQVXI¿FLHQW
6. Engineers and engineering technicians
Evidence is not clear whether there is a decline in demand for    
  engineers or a lack of supply.
Oversupply of engineers and technologists in mining and metallurgy,   
  but an undersupply in electrical, chemical and industrial engineers.
Shortage of engineers from previously disadvantaged backgrounds.   
  These people are in high demand.
•
•
•
•
•
•
•
•
•
•
•
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Shortage of experienced engineers required for management positions.
Shortage of engineers with IT-related skills.
A key conclusion reached by the researchers was that demand for high-level human 
resources was expected to be low over the forecast period. Only demand for engineering 
technologists and computer-related professionals was projected to increase greater than 2 
per cent (ibid, 472). Replacement demand was also expected to be strong due principally 
WRWKHLPSDFWRI+,9$,'6UHWLUHPHQWHPLJUDWLRQDQGPRUWDOLW\LELG
One of the limitations with Woolard, Kneebone and Lee’s (2003) analysis that we can 
now identify three years after the study was completed is that the assumed sectoral and 
economic growth rates were perhaps too low relative to what SA has experienced since 
2003. This is likely driving the conclusion of low demand for high-level human resources. 
In the next section, we turn to two more recent surveys conducted assessing the demand 
for human resources.
3.3 Surveys and Skills Assessments in 2005 and 2006
In this section, we analyse the results of three of the most recent outputs on skills training: 
$SULYDWHVHFWRU¿UPFDOOHG'<1$7UDLQLQJZKLFKXQGHUWRRNDQLQYHVWLJDWLRQFDOOHGWKH
South African Leadership Trends survey, the results of which were released in October 
2005, (2) The Department of Labour’s “State of Skills 2005” document, which aggregates 
information from the SETAs to provide a list of skills shortages, and (3) The Department 
of Home Affairs’ published list of scarce and critical skills, released in the Government 
*D]HWWHLQ)HEUXDU\
DYNA Training’s survey of leadership trends undertook a national sample of 105 
companies across all SETA sectors (and therefore all economic sectors were sampled). 
However, the response rate to the survey was only 57 per cent or 60 firms in total 
(DYNA, 2005, 2).  This limitation is not deemed to be too important since the objective 
RI WKHVXUYH\ZDVRQO\ WRHYDOXDWHPDQDJHPHQWFRPSHWHQFLHVZLWKLQ¿UPVUDWKHU WKDQ
any other occupations. Also, a highly diverse group of respondents made this sample 
YHU\ LQWHUHVWLQJ LQFOXGLQJ WKH6$1DY\9RGDFRP%0:6KHOO'HSDUWPHQWRI3XEOLF
Enterprises, Advanced Software Designs, Murray and Roberts, and many others (ibid, 
23).
•
•
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We have seen from all of the above surveys, including the NES, WBLMS, WBSMMES 
DQG+65&WKDWPDQDJHPHQW LVFRQVLVWHQWO\ LGHQWL¿HGDVDQRFFXSDWLRQZLWKVFDUFHDQG
FULWLFDOVNLOOVVKRUWDJHV7KHFRQWULEXWLRQRIWKH'<1$GRFXPHQWLVWKHUHIRUHLWVVSHFL¿FLW\
with respect to this profession. The results reported differentiate between various levels 
of management, starting with “Emerging”, “Supervisory”, “Middle Management”, “Senior 
Management” and concluding with “Executives”. As far as assessing the performance 
and skills needs of management echelons are concerned, nine major competency areas 
were distinguished: “Managing People”, “Self Management”, “Leadership Competencies”, 
“Results Orientation”, “Communication”, “Business and Entrepreneurial Competencies”, 
³3URIHVVLRQDO&RPSHWHQFLHV´³,QWHUSHUVRQDO6NLOOV´DQG³3HUVRQDO4XDOLWLHV´)RUDGHWDLOHG
explanation of the component skills of all of these essentially qualitative indicators, DYNA 
7UDLQLQJSURYLGHFRPSOHWHGH¿QLWLRQVUHSURGXFHGLQ$SSHQGL[
:LWKLQHDFKRIWKHDERYHQLQHFRPSHWHQFLHVWKH¿YHVNLOOVGHHPHGE\¿UPVWREHPRVW
scarce among managers are (ibid, 6): 
   (1) People and staff management (under the    
   “Managing People” category), 
   (2) General leadership dynamics and management    
   (under “Leadership Competencies”), 
   (3) Sales and marketing, but also project     
   management (under “Professional     
   Competencies”),
    %XGJHWLQJ¿QDQFHDQGHQWUHSUHQHXULDOVNLOOV  
   (under “Business and Entrepreneurial”), and 
   (5) General communication skills (under     
   “Communication”).
Disaggregating by managerial echelon (emerging, supervisory, middle management, 
senior management, executive), “managing people” was deemed to be the most critical 
skills shortage for emerging, supervisory, and middle management, while “leadership 
competencies” was the most critical skills shortage for senior management and executives 
(ibid, 9-11). 
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7KHGHWDLOVSURYLGHGE\WKLVVXUYH\SRLQW WR LQWHUHVWLQJ LPSOLFDWLRQV)RUH[DPSOH WKHUH
is evidently a need for more training initiatives across the spectrum of managers, yet 
the ability to provide adequate training in this respect is clearly a tougher problem to 
DGGUHVV2QWKHRQHKDQGDVNLOOVXFKDV³EHWWHU¿QDQFLDODGPLQLVWUDWLRQ´LVOLNHO\UHODWHG
to accounting training (and possibly to the sub-discipline of management accounting), 
EXW³PDQDJLQJSHRSOH´LVFOHDUO\OHVVGH¿QHGUHODWHGWRKXPDQUHVRXUFHWUDLQLQJEXWQRW
restricted to it. 
,QPDQ\ZD\VWKH¿QGLQJVRIWKLVVXUYH\ZHUHVLPLODUWRWKRVHE\+RUZLW]DQG%RZPDNHU
)DOFRQHU  LQ WKH+65&5HYLHZ  ZKR IRXQG WKDW WZR NH\ FKDOOHQJHV
facing managers in SA are: (1) building managerial competencies, and (2) harnessing 
managerial diversity. These qualities are concepts that go beyond easily identifiable 
HGXFDWLRQDQGWUDLQLQJUHTXLUHPHQWVDQGSRLQW WRWKHVSHFL¿FLW\RIRFFXSDWLRQDO WUDLQLQJ
needs.
0RYLQJQRZWRDFRPSOHWH LGHQWL¿FDWLRQRIVNLOOVVKRUWDJHV WKHPRVWUHFHQW LQIRUPDWLRQ
from the DOL is the “State of Skills 2005” report. A complete list of scarce skills from this 
GRFXPHQWLVJLYHQLQ$SSHQGL[+RZHYHUWKHLGHQWL¿FDWLRQRIWKHVHVNLOOVE\LWVHOILVQRW
the focus of this discussion. Rather, the interaction of this list with a recently released list 
by the Department of Home Affairs (DHA) is discussed.
The Department of Home Affairs (DHA) published a list of “scarce and critical skills”, for 
which special exemption to normal immigration requirements (in terms of the Immigration 
$FWRIDQGWKH,PPLJUDWLRQ$PHQGPHQW$FWRIKDVEHHQDIIHFWHG2Q)HEUXDU\
ODWHUUHYLVHGRQ)HEUXDU\VHOHFWHGRFFXSDWLRQVDQGTXRWDVRI LQGLYLGXDOV
in each of those occupations were published in the Government Gazette. Appendix 3 
contains the list and quota numbers of each of those occupations deemed to have scarce 
and / or critical skills shortages. 
This document is to date the most defined and detailed in terms of identifying skills 
shortages. The Notice in the Gazette refers to the fact that the list was compiled after 
consultation with both the Department of Labour and the Department of Trade and 
Industry, but makes no additional reference to sources or methods used. There is also 
QR MXVWL¿FDWLRQJLYHQ IRU WKHQXPEHUVRI LQGLYLGXDOV TXRWDVVWLSXODWHG+RZHYHU WKH
use of immigration laws to encourage the reduction of skills shortages in South Africa 
follows a very long list of nations that have invoked similar laws. Most recently, Germany 
issued immigration exemptions to Indian workers in the information technology sectors in 
recognition of its perceived shortages in this sector and the occupations that populate it. 
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However, while the principal of importing skills is a sound one, the precise occupations 
LGHQWL¿HGE\WKH'+$LVSHUKDSVPRUHGHEDWDEOHHYHQPRUHVRZKHQRQHTXHVWLRQVKRZ
WKH\DUULYHGDW WKHVSHFL¿FQXPEHUV:KHQFRPSDUHGZLWK WKH'HSDUWPHQWRI/DERXU¶V
list of scarce skills, the two documents diverge. The DOL’s list contains occupations that 
include machine operators and managers, whereas the DHA’s list does not. This has 
profound implications for the skills regime, as it means that we cannot import managers or 
‘lower-skilled’ plant operators.
The effect of the DHA’s list on reducing skills shortages is actually more problematic 
than the above suggests. This is because in the past (between 2002-2005), all that was 
needed by the Department of Home Affairs for a skilled person to enter SA under the old 
quota system of the Immigration Act (2002) was evidence that the individual possessed a 
set of skills. These included (a) an individual with an undergraduate degree and several 
years of experience, (b) a postgraduate degree with fewer years of experience, or (c) an 
entrepreneur that had demonstrated capacity over a given period of time.2 The effect of 
WKHQHZ OHJLVODWLRQKDVEHHQWRUHVWULFWHYHU\RFFXSDWLRQRWKHU WKDQ WKRVH LGHQWL¿HG LQ
the Government Gazette (reproduced in Appendix 3). In other words, people who were 
generally considered to be skilled under the old quota system, now find themselves 
H[FOXGHG LI WKHLURFFXSDWLRQVDUHQRWRQWKHQHZTXRWDV\VWHP)XUWKHUPRUHXQGHU WKH
old quota system, an exemption called the “General Work Permit” category allowed an 
employer to employ a non-resident senior managerial employee without needing any 
RWKHULQIRUPDWLRQ7KLVKDVQRZEHHQZLWKGUDZQPDNLQJLWIDUPRUHGLI¿FXOWIRUPDQDJHUV
to enter the country if they are not part of the occupations in the new quota system. 
Perhaps ironically then, the new legislation poses far more binding constraints on the 
ability to source scarce and critical skills abroad, and thus undermines its stated purpose. 
7KLVH[DFHUEDWHVWKHµFULWLFDOVNLOOV¶VKRUWDJHLQWKDWLWSUHYHQWV¿UPVIURPHDVLO\LPSRUWLQJ
the required expertise. Moreover, the fact that there is no disclosed methodology to the 
OLVWRIRFFXSDWLRQV LGHQWL¿HGRU WKHQXPEHUVRI LQGLYLGXDOVVWLSXODWHGXQGHU WKHTXRWD
V\VWHPLPSOLHVWKDWZHFRXOGEHUXQQLQJWKHULVNRI LGHQWLI\LQJWKHZURQJRULQVXI¿FLHQW
occupations as scarce, or the wrong numbers of scarce people in those occupations, or 
both.
2  The information in this section was obtained in a personal interview with a labour lawyer from Cliffe-Dekker   
  Attorneys.  A personal interview with the South African Chamber of Business corroborated the findings reported.
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 4. Supply-Side Concerns
In this section we are concerned with two major themes, (a) enterprise education and 
training initiatives, and (b) secondary and tertiary education and training initiatives. We 
commence by reviewing selected evidence of the stock of human capital among South 
African workers before proceeding to each of these two sectors.
4.1 Enterprise Training
In their assessment of the World Bank Large Manufacturing Survey (WBLMS) data, 
%KRUDWDQG/XQGDOOIRXQGWKHIROORZLQJUHODWLRQVKLSVEHWZHHQ¿UPRXWSXWDQG
employment, capital and training: a one per cent increase in employment results in a 0.45 
per cent increase in output (known as the output-employment elasticity); a one per cent 
increase in capital leads to a 0.33 per cent increase in output; and a one per cent increase 
in training expenditure leads to a 0.16 per cent increase in output. Training expenditure 
clearly has a positive impact on output, but its impact is less than improving productivity 
by upgrading the capital stock. That said, it is likely much cheaper to train than to upgrade 
the capital stock or increase employment numbers for that matter, making this form 
RISURGXFWLYLW\HQKDQFHPHQWKLJKO\FRVWHIIHFWLYH7KLVZDVFRQ¿UPHG LQ WKH1DWLRQDO
Enterprise Survey (NES), where 51 per cent of firms stated that the most important 
activity that they had engaged in to improve labour productivity was to provide training (in 
the previous two years) (ibid, 39).
While the advantages of training seem clear, it is an unfortunate but highly consistent 
¿QGLQJ WKDW6RXWK$IULFDQ¿UPVXQGHULQYHVW LQ LW ,Q WKH:%/06 OHVV WKDQKDOIRI WKH
¿UPVVXUYH\HGSURYLGHG LQKRXVHRURXWVLGHWUDLQLQJSURJUDPPHV&KDQGUDHWDO
 ,QKRXVHWUDLQLQJZDVSURYLGHGE\DSSUR[LPDWHO\SHUFHQWRI¿UPVIRUKLJKDQG
low skilled workers and by 48 per cent for semi-skilled workers. As far as outside-training 
LVFRQFHUQHGSHUFHQWRI¿UPVXQGHUWRRN WUDLQLQJ LQLWLDWLYHV IRUPDQDJHUVSHU
cent trained semi-skilled workers, and 9 per cent trained unskilled workers (ibid, 44). An 
LPSRUWDQW¿QGLQJRIWKLVVXUYH\ZDVWKDWWKHUHZDVQRVWDWLVWLFDOO\VLJQL¿FDQWHYLGHQFHWR
suggest that trained workers leave the enterprise after training initiatives (ibid, 45), an oft-
FLWHGUHDVRQIRU¿UPVWRUHIUDLQIURPWKHWUDLQLQJLQYHVWPHQW
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)RUVPDOOHUHQWHUSULVHV WKH:%600(6XUYH\ IRXQG WKDWRQO\SHUFHQWRI ILUPV
LQYHVWHG LQDQ\ WUDLQLQJ LQLWLDWLYHVDWDOOFRPSDUHG WRDERXWSHUFHQWRI ODUJH¿UPV
&KDQGUDHWDO)XUWKHUPRUHLWZDVQRWHGWKDWEHFDXVHRIUHVRXUFHFRQVWUDLQWV
within SMMEs, they were more dependant on Government forms of assistance. When 
HYDOXDWLQJ WKHDFWXDOSHUFHQWDJHRI¿UPVUDWLQJYDULRXV WUDLQLQJVRXUFHVDV LPSRUWDQW
LQKRXVH WUDLQLQJZDVFRQVLGHUHG WREH LPSRUWDQWE\SHUFHQWRI¿UPV IROORZHGE\
private training (30 per cent), vocational / technikons (30 per cent), business partners (23 
per cent), industrial training boards (22 per cent), universities (16 per cent), Government 
institutes (13 per cent), and church / community based training (3 per cent) (ibid, 26). 
&OHDUO\ WKHQ600(VSODFHJUHDWHVW LPSRUWDQFHRQ LQKRXVHWUDLQLQJ\HWDUH¿QDQFLDOO\
constrained to provide it. 
Commenting on the level of enterprise training between 1998 and 2002, Badroodien 
(2004, 156) notes that employers had not increased their level of participation in skills 
IRUPDWLRQ LQ WKHFRXQWU\2I WKH¿UPV WKDW WUDLQ LQ ORZVNLOOVHFWRUV WKHVH LQVLVWRQ LQ
house training that is typically unstructured, runs for a short period, and tends to focus on 
competence for the workplace rather than high levels of skills development as intended 
E\WKH16'6LELG$SDUWLFXODUO\WURXEOLQJ¿QGLQJRI%DGURRGLHQ¶VZRUNLELGLV
WKDWWKHPDMRULW\RI¿UPVWKDWWUDLQLQWKHKLJKVNLOOVHFWRUVUHLQIRUFHZRUNLQJFXOWXUHVRIWKH
past, such as gender and racial discrimination. 
The latest information on the state of training amongst South African enterprises is 
provided by the World Bank’s Investment Climate Survey, released in December 2005. 
This survey focussed on three sectors: construction, manufacturing, and the retail / 
ZKROHVDOH WUDGH$Q LPSRUWDQW¿QGLQJRI WKHVXUYH\ZDV WKDW LQGLYLGXDOV WKDW UHFHLYHG
training in the past earn about 30 per cent more than individuals that had not received 
WUDLQLQJRWKHUIDFWRUVKHOGFRQVWDQW&ODUNHWDO+RZHYHUWKHGLVWXUELQJ¿QGLQJ
was that in 2005 – six years after the WBLMS and WBSMME surveys were conducted – 
6RXWK$IULFDQ¿UPVVWLOORQO\WUDLQHGDERXWSHUFHQWRIZRUNHUV7DEOHFRPSDUHV6RXWK
Africa’s training levels with a group of comparators.
Table 6: Comparison of South Africa’s Training Levels
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Source: Reproduced from Clark et al, 2005, 65
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7KH IDFW WKDW6$¿UPVVWLOORQO\ WUDLQHGDERXWSHUFHQWRI WKHLUZRUNIRUFHDVLPLODU
QXPEHU WR WKH:%/06VXJJHVWV WKDWGHVSLWH¿YH\HDUVRISRVLWLYHDQG IDLUO\ UREXVW
economic growth, combined with the augmentation of the National Skills Development 
Strategy and National Human Resource Strategy, local companies were not responding 
to incentives to provide training. This also suggests that public sector initiatives such as 
OHDUQHUVKLSVKDYHDQLPSRUWDQWUROHWRSOD\LQLQFUHDVLQJWKHOHYHORIWUDLQLQJLQ¿UPV
4.2 The Education System and Education Providers
In this section we begin by analysing some of the data concerning students’ choices 
post secondary school and the reasons for these. We then proceed to evaluate private 
education institutions, further education and training colleges, technikons and universities.
4.2.1 Learner Choices Post Secondary School
Cosser and du Toit (2002) analysed the factors that affected the choices of Grade 12 
learners in their transition to higher education. South Africa’s higher education participation 
rate of between 15-18 per cent was below the 20 per cent benchmark given for middle 
income developing countries, and the National Plan for Higher Education was designed 
ODUJHO\WRUHPHG\WKLVLELG)RUHZRUG&RVVHUDQGGX7RLW¶VZRUN WKHUHIRUH7KH
PDLQREMHFWLYHVRI)(7VLVWRDGGUHVVWKHEURDGVRFLRHFRQRPLFLVVXHVRIXQHPSOR\PHQW
income inequality and poverty by creating opportunities for young people and adults to 
further their education and consequently become employable, to encourage on-the-job 
WUDLQLQJDQGWRLQFOXGHQHZFXUULFXOXPDUHDVLQ)(7*DPEOH7KH)(7
sector in South Africa is consequently touted as a major contributor to the reduction of 
intermediate skills shortages in South Africa. Gamble (2004, 173-175) discusses the 
characteristics of intermediate level knowledge and skills in terms of how it differs from 
low or high-level skills: intermediate level knowledge and skills are best described as skills 
held by workers in the craft and artisanal trades, where knowledge is a combination of 
theory and practise, and the emphasis is on the practical rather than the conceptual. Low-
OHYHONQRZOHGJHDQGVNLOOVUHIHUWRWUDGHVZKHUHZRUNHUVFDQEHFRPHKLJKO\SUR¿FLHQWLQ
performing particular routines and procedures without understanding the entire process, 
typically present in mass production enterprises. High-level skills can be characterised 
by ‘principle through procedure’, where engineers for example have complete knowledge 
about a particular process. At this level, however, the emphasis is on the conceptual 
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rather than the practical, as there is usually a managerial component to the work of the 
engineer (ibid, 175).
McGrath (2004a) evaluates, among other things, the policy process that led to the 
SURPXOJDWLRQRI¿IW\QHZ)(7FROOHJHV LQ$PDMRUFULWLFLVPWKHDXWKRUKDVRI WKLV
process is that there were unanswered questions about the focus of these institutions 
and about their coherence with other elements of the education and training landscape 
(ibid, 173). The major recommendation of the author is that these unanswered questions 
need to be addressed in order to create some degree of certainty in the future progress of 
the colleges and their role in intermediate skills development (ibid, 173). Gamble (2004, 
186) identifies a paradigmatic shift that has taken place in this sector, characterised 
E\ WKH WUDQVLWLRQDZD\ IURP9RFDWLRQDO(GXFDWLRQ7UDLQLQJ9(7 WR)(7ZKLFK LQ WKH
author’s view, represents a dilution of intermediate level knowledge and skills as a result 
of “neoliberal economic policies”. 
Gamble’s (ibid, 192-193) recommendations for the sector include the fact that an ideal 
)(7FXUULFXOXPQHHGV WRPDNHDFOHDUGLVWLQFWLRQEHWZHHQ ORZ LQWHUPHGLDWHDQGKLJK
level knowledge and skills, while at the same time incorporating aspects of both theory 
and practise in that occupation. This would strengthen intermediate level knowledge and 
skills but move away from the manner in which they were previously associated with trade 
DSSUHQWLFHVKLSVWKDWZHUHFKDUDFWHULVHGE\µPLQGOHVV¶GRLQJLQUHVSRQVHWRSUHVSHFL¿HG
procedures (ibid, 193). 
Unwin (2003) evaluates the sector less from a curriculum point of view and more at the 
RSHUDWLRQDOOHYHO7KHDXWKRUGHHPV)(7FROOHJHVWRKDYHDYLWDOUROHWRSOD\LQDGGUHVVLQJ
the social and economic challenges in SA, and states that they need to form partnerships 
DQGZRUNWRJHWKHUWRKHOSDFKLHYHWKLVLELG8QZLQDOVRLGHQWL¿HVDQHHGIRUD³QHZ
type of infrastructure” to enable networks of college Principals and staff to share good 
practise and provide mutual support (ibid, 11). 
&RVVHU D UHSRUWVRQ LQIRUPDWLRQSURYLGHGE\JUDGXDWHV IURP)(7FROOHJHV.H\
recommendations include: 
  (1) That institutions should provide a more deliberate, intensive and   
  sustained job placement service for learners, which will give them 
  more exposure to the workplace and provide valuable work  
  experience, thereby improving the employability of college   
  graduates (ibid, 54);
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   $SDUWQHUVKLSVKRXOGEHIRUPHGEHWZHHQWKH'2()(7FROOHJHV
  local government and industries in order to maximise the   
  FRQWULEXWLRQRI)(7VWRWKHORFDOSURYLQFLDODQGXOWLPDWHO\QDWLRQDO
  economy (ibid 54); 
  (3) All stakeholders need to establish a viable quality assurance   
  system (ibid, 55); 
  (4) More research is needed to fully understand how colleges   
  contribute to the skills development needs of SA (ibid, 55).
Cosser (2003b) reports on letters sent to the HSRC by technical college graduates. The 
letters are not from a representative sample, but were designed to focus attention on 
EURDGDUHDVRIFRQFHUQ IRUJUDGXDWHVDQGDUHDV WKDWDUWLFXODWHZHOOZLWK)(7FROOHJH
sector challenges (ibid, 83). Three major issues highlighted by students are the fact that 
IXUWKHUHGXFDWLRQLVGLI¿FXOWPDQ\RIWKHPDUHXQHPSOR\HGDQGWRZQVKLSFROOHJHVDUHRI
an inferior quality and need assistance in order to make them more effective (ibid, 86-88). 
The major conclusion that the author makes is that the education and training system has 
failed to channel college graduates into appropriate career paths (ibid, 92).
Maja and McGrath (2003) evaluate the level of employer satisfaction with graduates of 
)(7V+HUHLWZDVHYLGHQWWKDWSHUFHQWZHUHHLWKHUVDWLV¿HGRUYHU\VDWLV¿HGZLWKWKH
overall provision of workers, and most thought positively about the colleges’ quality and 
UHOHYDQFHLELG7KHPDMRULW\RIHPSOR\HUVZHUHDOVRIDYRXUDEOHDERXWVSHFL¿FDUHDV
such as the theory-practise balance, relevance, core work skills development and staff 
competence. However, the response rate of employers was fairly low, and many were 
QRWDZDUH WKH\HPSOR\HGFROOHJHJUDGXDWHV LELG(PSOR\HUV LGHQWL¿HG WKDW WKH\
needed graduates to have better problem-solving skills, and the overwhelming majority of 
HPSOR\HUVLGHQWL¿HGWKHODFNRIZRUNH[SHULHQFHDVDPDMRUSUREOHPLELG
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4.2.2 Higher Education
,Q WKLVVHFWLRQZHEULHÀ\UHYLHZWKHKLJKHUHGXFDWLRQVHFWRU7RWDOHQUROPHQWV LQKLJKHU
education are provided in Table 7.
Table 7: Headcount Enrolments in Tertiary Education
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Source: Reproduced from Department of Labour (2005, 23); Own Calculations
)URP WKH WDEOH LW LV HYLGHQW WKDW WKHUH KDV EHHQ IDLUO\ UREXVW JURZWK LQ XQLYHUVLW\
enrolments since 2000, while technikon enrolments have been more volatile. Both of 
these sectors have undergone considerable structural and institutional change, so it is not 
surprising to see a level of volatility in the numbers. Total enrolments in tertiary education 
institutions have always been positive since 1995, though without comparing this against 
the growth rate in the number of matriculants it is harder to judge the true success of 
these numbers
4.2.3 Private Education Provision
We now turn to a burgeoning development in the institutional landscape, namely the 
growth of private education institutions. Glenda Kruss (2004) undertook a very important 
study in this area, and immediately established the context that private education is a 
reality in SA that must be engaged with, rather than taking a position for or against it (ibid, 
1). She distinguishes between private sector institutions that offer learners credentials 
and those that offer mobility. Here, the ‘mobility’ private sub-sector is more directly in 
competition with the public sector education providers, while the ‘credentials’ sub-sector 
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potentially operates more strongly in a complementary manner, in that it offers education 
DQGWUDLQLQJDWOHYHOVDQGLQ¿HOGVWKDWDUHQRWVXI¿FLHQWO\GHYHORSHGLQ6$LELG
The methodology employed by the author was to select a set of institutions to undertake a 
qualitative study based on a variety of factors, including function, funding and governance 
(ibid, 13), and whether they constituted one of four categories: (1) trans-national 
institutions, (2) franchising colleges, (3) technical and vocational education and training, 
and (4) corporate classrooms (ibid, 19-21). A major contribution of this book is that it 
provides a foundation for the systematic empirical evaluation of the private education 
sector. 
Key findings at the institutional level include that trans-national institutions may be 
characterised as:
Institutions that respond to a demand for international mobility;
)UDQFKLVLQJFROOHJHVPD\EHFKDUDFWHULVHGDVLQVWLWXWLRQVWKDWUHVSRQG 
  to a demand for local mobility;
While the other forms of private providers primarily function to meet   
  a demand for recognised credentials that have high status and ensure   
  direct employability in a specialised niche market (ibid, 114). 
$WDPRUHPDFUROHYHONH\¿QGLQJVLQFOXGH
The fact that the ‘mobility’ private sub-sector is potentially    
  problematic because it operates in competition to national higher   
  education goals, rather than in a complementary fashion (ibid, 121); 
There is some competition at the intermediate level between    
  ‘credential’ private providers and technikons (ibid, 124);
7KHUHLVHYLGHQFHRIDGHJUHHRIFRQYHUJHQFHLQWKHSURYLVLRQRI)XUWKHU
  (GXFDWLRQDQG7UDLQLQJ)(7DQG+LJKHU(GXFDWLRQDQG7UDLQLQJ+(7 
  level programmes by different institutions, including universities,    
  WHFKQLNRQV)(7FROOHJHVDQGSULYDWHSURYLGHUVLELG
•
•
•
•
•
•
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Part of the controversy surrounding the polarisation of public versus   
  SULYDWHSURYLGHUVLQ6$LVGXHWRDOHJLVODWLYHGH¿QLWLRQRIKLJKHU  
  HGXFDWLRQWKDWLQFOXGHVDOOSRVWVFKRROLQJTXDOL¿FDWLRQVDQGWKDW 
  attempts to integrate education and training into the National    
  4XDOL¿FDWLRQV)UDPHZRUNLELG
More direct engagement with the private education sector is necessary in 
  order to understand its role and encourage integration into national   
  educational needs.
•
•
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 5.  Intermediating Between Demand and Supply: 
The Broader institutional Context
Up until this point, we have treated labour demand and supply-side issues as distinct 
HQWLWLHV ,Q WKLVVHFWLRQWKHREMHFWLYH LV WR IRFXVRQZKDW WKH¿QGLQJVDERYH LPSO\DERXW
the present skills development regime and the prospects for ameliorating the mismatch 
between labour demand and supply. The key to doing this is to understand the 
interconnection between the broad (economic, social and skills-based) policy processes 
and the labour market outcomes, since policy has been implemented to correct the 
market failures associated with the Apartheid regime.
In terms of the broad policy context, one of the issues that will be crucial over the next 
decade, and that is explicitly acknowledged in the Human Resources Development 
Strategy (DOL & DOE, 2001), is the manner in which the national system of innovation 
interacts with the economic growth trajectory. National systems of innovation, research 
and development also interact with the skills development regime because the Department 
of Trade and Industry’s planned industrial strategy is based to a large extent on the 
EHQH¿FLDWLRQRIWKHJLYHQHQGRZPHQWVRIUHVRXUFHVLQWKLVFRXQWU\7KH1DWLRQDO$GYLVRU\
Council on Innovation (NACI) is a statutory body whose mandate is to advise the Minister 
of Science and Technology on the role and contribution of innovation in promoting national 
objectives. It has produced several documents on innovation, including the National 
Biotechnology Strategy for SA (NACI, 2001), the National Advanced Manufacturing 
Technology Strategy (NACI, 2003), and several other reports on everything from open-
source software to how to achieve competitiveness. 
In the National Advanced Manufacturing Technology Strategy (NACI, 2003), the goals 
ZHUHDPRQJVWRWKHUV WRGHYHORSDYLVLRQRI WKH WHFKQRORJLFDOSUR¿OHRI WKH LQGXVWULDO
sector in the year 2014, to stimulate technological upgrading in industry, and to facilitate 
the flow of technological resources to industry through new knowledge networks to 
IRVWHU LQQRYDWLRQLELG)URPWKHKXPDQUHVRXUFHVSRLQWRIYLHZ WKLVUHTXLUHG³ZLGH
consultation with industry, local and international science councils, tertiary education 
LQVWLWXWLRQV ODERXUDQGJRYHUQPHQW´ LELG)URPDQHGXFDWLRQDOSRLQWRIYLHZ WKLV
requires greater collaboration (a) within disciplines, (b) between disciplines, and (c) 
between sectors and technology focus areas (ibid, 12). The principles encapsulated here 
are extremely important, for implicit in them is the need for the general education system
to evolve and deliver the human resource needs of the country.
DPRU Working Paper 07/121
               30
Kraak (2005, 57) notes that due to the rise of the new global economy, characterised 
by high-quality, high value-added export-oriented manufacturing and services, a key 
quality of human resource development is the attainment of high participation rates in 
general education and training, and in particular, the development of multi-functional skill 
capabilities. These are only achieved “with high levels of general education upon which 
appropriate forms of vocational and career-oriented training can be optimally built” (ibid 
57).
:LWKUHVSHFW WRDPRUHVSHFL¿F ODERXUPDUNHWFRQWH[W.UDDNDQG<RXQJSXW
forward the position that the key to a successful human resource development strategy 
is a multi-layered and differentiated emphasis that promotes high-, intermediate- and low-
skills simultaneously, ‘joining up’ so as to promote social inclusion, access to education 
and training for more people, and increased employment. They distinguish this approach 
from the ‘high-skills thesis’, because it starts from the premise that high-skills alone 
are the most important to develop. The authors note that the NSDS is in fact trying to 
impact all levels of skill; it is a very ambitious project with many structural and institutional 
obstacles (ibid, 17).
Many of the present obstacles faced include an inherent weakness of the new state 
institutions, the three most important implications of which are: 
   (1) The strong emphasis on state planning in a context   
   characterised by weak national information systems; 
   (2) A proliferation and bureaucratisation of the new    
   LQVWLWXWLRQVZLWKLQVXI¿FLHQWUHJDUGJLYHQWRVRFLHW\¶V 
   capacity to manage and steer the new structures; and 
   (3) The continuation of a ‘voluntarist’ and ‘short-term’   
   employer mindset towards enterprise training (ibid, 16). 
Central to understanding the institutional limitations is the fact that, “(w)hile the policy 
IUDPHZRUNKDVEHHQGHWDLOHGLQGH¿QLQJWKHSODQQLQJDUFKLWHFWXUHLWKDVEHHQH[WUHPHO\
thin on developing much needed capacity” (ibid, 16). Consequently, there has been an 
overemphasis on the planning perspective and the outputs of the NSDS, accompanied by 
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an under emphasis of the process of implementation and the capacities required (ibid, 16). 
This can be seen in the proliferation and bureaucratisation of structures accompanied with 
the NSDS. 
“(A) key sub-component of the new institutional environment comprises those
institutions concerned with the design, registration and quality assurance
RI TXDOL¿FDWLRQV ZKLFK LQFOXGH  1DWLRQDO 6WDQGDUGV %RGLHV 16%V
over 100 Standards Generating Bodies (SGBs) and many Education and
Training Quality Assurers (ETQAs). The management of this entire system of
LQVWLWXWLRQVIDOOVWRWKH6$4XDOL¿FDWLRQV$XWKRULW\ZKRVHPDLQIXQFWLRQVDUH
WRRYHUVHHWKHGHYHORSPHQWRIWKH14)WRUHJLVWHU16%VDQG6*%VDFFUHGLW
ETQAs, and lastly to ensure international comparability of standards and
TXDOL¿FDWLRQV´LELG
.UDDNDQG<RXQJFRQVLGHUWKH¿QDOSUREOHPIDFLQJWKH16'6WREHWKHFRQWLQXDWLRQ
of a ‘voluntarist’ and short-term’ mindset towards enterprise training among employers. 
Here, McGrath (2004b) makes a contribution to the debate by discussing the challenges 
posed by combining skills development and enterprise promotion policies. He considers 
this within the context of a ‘joined-up’ policy environment, and so evaluates the success 
of the major government departments (including the DTI, DOL and DOE) and the level 
of co-ordination between them. This is perhaps an under-valued feature of the post-1994 
environment, where the simultaneous promulgation of numerous Acts in different but 
related departments, such as the DTI, the DOE and DOL, has served to combine and 
create a fairly complex regulatory environment. While policy co-ordination is of course 
QHFHVVDU\ LW LVDOVRDGLI¿FXOW WDVNDW WKHEHVWRI WLPHVDQG WKLVFRQWULEXWLRQSRLQWV WR
further examples of co-ordination failure. 
)RU H[DPSOH WKH DXWKRU QRWHV WKDW GLIIHUHQW QRWLRQV H[LVW EHWZHHQ JRYHUQPHQW
departments regarding SMME training needs: the DTI historically favoured internships 
IRU600(VZKLOH WKH'2/ LGHQWL¿HG OHDUQHUVKLSVDV WKHDSSURSULDWH LQVWUXPHQW LELG
200). There is also a degree of policy incoherence between the DOL and the DOE that 
constrains the ability to move to a more inclusive higher-level skills economy (ibid, 203). 
Education policy does not appear to regard skills development for enterprise development 
as a priority and, therefore, the DOE is not in consensus with the national policies of the 
DOL, which has undermined the prospect of government creating a coherent strategy on 
skills (ibid, 209).
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 6. Discussion
This paper has undertaken a review of skills shortages in South Africa. A key component 
of this review has been the acknowledgement that all tiers of skills are important, including 
‘high-skills’, ‘intermediate-skills’ and ‘low-skills’. At the same time, we have focussed on 
the interaction of the skills development regime with the economic development regime 
more broadly. The most succinct aspect of this discussion has been that regarding the 
national system of innovation and the requirements of the general education system, 
combined with the specific set of skills development institutions. However, while the 
national system of innovation in many ways biases the ‘high-skills’ component of skills 
development, it should be stressed that the upstream and downstream implications of 
WKLVGRQRWQHFHVVDULO\ LPSO\ WKDWRQO\ µKLJKVNLOOHG¶RFFXSDWLRQVVKRXOGEHQH¿W$NH\
component of the industrial policy framework should therefore be tied to ensuring that 
WKHEHQH¿FLDWLRQVRKLJKO\FRYHWHG LQ LQGXVWULDOSROLF\DOVRSURPRWHVWKHSUROLIHUDWLRQRI
opportunities for ‘intermediate’ - and ‘low’-skilled people.
Perhaps the most critical needs among South Africa’s skills development institutions are: 
   (a) Effective inter-departmental collaboration, and 
   (b) A more streamlined bureaucracy. 
We have seen that the broader skills development framework draws together the DOL, 
DOE, DTI, DST and DHA. The lack of co-ordination between the DOL and the DOE is 
perhaps the most critical issue at this point. The various organs of state are simply not 
GRLQJHQRXJK WR LQWHJUDWH WKH OHDUQHUVKLSVZLWK WKH14)DQGZLWKRXWGRLQJ WKLV WKH
system becomes highly sub-optimal. After all, the broader education policy context in 
South Africa was formulated precisely to allow for programmes such as learnerships to be 
IRUPDOO\UHFRJQLVHGWKURXJKWKH14)DOORZLQJTXDOL¿HGLQGLYLGXDOVDVLJQL¿FDQWGHJUHH
of transferability associated with their newly acquired skills. Without this, the foundation of 
the system is compromised, and this cannot be allowed to continue. 
The lack of synthesis between the DHAs recently published list of scarce skills and 
the DOL’s published list of scarce skills is another critical disjuncture. While it must be 
acknowledged that the DHA’s intention is to help the country import needed foreign 
human resources rather than identify scarce skills per-se, a closer look at the content of 
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that legislation demonstrated that even in this regard it fails. It has unambiguously made 
importing skilled individuals harder. The fact that this list is so explicit then also raises the 
TXHVWLRQRIZKHWKHU WKH'+$KDV LGHQWL¿HGWKHFRUUHFWRFFXSDWLRQVDQG LQ WKLVUHJDUG
it seems not to be the case. Here the comparison with the DOL’s Table in Appendix 2 is 
instructive, and from this table one can deduce that ‘high-skilled’, ‘intermediate-skilled’ 
and ‘low-skilled’ occupations all have shortages in certain sectors. The DHA’s emphasis 
on ‘high-skills’ only is thus detrimental to the country’s needs, and this should be revisited.
As far as the institutions of labour supply are concerned, here it is evident that the plethora 
RI)(7VKDYHVORWWHGLQWRWKHHGXFDWLRQV\VWHPLQDKLJKO\LGLRV\QFUDWLFPDQQHU7KHUHDUH
questions of curriculum that need to be dealt with, but also questions of parity between 
township institutions and urban institutions. There is also a need for these to feed into and 
ZRUNPRUHFORVHO\ZLWKHPSOR\HUJURXSV6LQFH)(7VDUHRQHRI WKHPDLQSURYLGHUVRI
‘intermediate-skills’, their successful operation will play an important role in this country’s 
development. The success of the general education system must be stressed if we are to 
effectively alleviate skills shortages in the medium- to long-term.
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 7. Policy Recommendations
,QWKLVVHFWLRQZHLGHQWLI\VHOHFWHGSROLF\ LQWHUYHQWLRQVWKDWPD\LQFUHDVHWKHHI¿FDF\RI
South Africa’s skills development institutions and their labour market outcomes. The two 
most important principles surrounding our skills development regime are: 
   (1) Availability of skills training to economically active (aged   
   16-64) individuals, including the unemployed and   
   extending to highly skilled professionals, and 
    7UDQVIHUDELOLW\RIVNLOOVWUDLQLQJRQFHDTXDOL¿FDWLRQKDV 
   been achieved. 
)XUWKHUPRUH WKHDFNQRZOHGJHPHQW WKDW6RXWK$IULFDKDVSHUYDVLYHVNLOOVVKRUWDJHV
LPSOLHV WKDWFORVHGHFRQRP\VROXWLRQV WR WKHSUREOHPDUHQHFHVVDU\EXWQRWVXI¿FLHQW
¿UPVPXVWKDYH WKHRSWLRQ WR LPSRUWVFDUFHVNLOOVDQG WRGRVRTXLFNO\DQGHI¿FLHQWO\
)LQDOO\ ZH GLVFXVV WKH LVVXH RI LQFOXGLQJPHDVXUHV RI SURGXFWLYLW\ LQWR WKH VNLOOV
development regime.
As far as availability of skills training is concerned, there are two dimensions to the 
problem: (a) training the unemployed, and (b) training the employed – from low- to high-
VNLOOHG)RUWKHXQHPSOR\HG LW LV LPSHUDWLYHWKDW6(7$VVSHQGWKHLUEXGJHWVWRGHYHORS
JHQHUDODQGVSHFL¿FWUDLQLQJSURJUDPV,WFDQQRWEHVWUHVVHGVWURQJO\HQRXJKWKDWWUDLQLQJ
for the unemployed is a public good in the classic sense, which means that the market is 
unlikely to provide it, so the state must take the lead in this regard. Without developing 
suitable programs, possibly one of the most powerful abilities of the SETAs to effect
meaningful change in the national labour market is compromised. These initiatives must 
EHZHOOWDUJHWHGDQGWKLVFRXOGEHEHWWHUDFKLHYHGLI6(7$VSRROHG¿QDQFLDOUHVRXUFHVIRU
this purpose and developed cross-SETA training programs.
)RU WKRVHDOUHDG\ZRUNLQJ LW LVPRUH LPSRUWDQW IRU WUDLQLQJSURJUDPVWREH OLQNHG LQWR
WKH1DWLRQDO4XDOL¿FDWLRQV)UDPHZRUN14) IRUQRQSURIHVVLRQDOZRUNHUV7KLV LV WKH
key to upgrading the skills set of low- and semi-skilled workers. At the same time, it 
increases the transferability of these skills. Note that SETA training initiatives are already 
GHVLJQHGWR LQWHJUDWHZLWK WKH14)+RZHYHUDQHFGRWDOHYLGHQFHRI LQWHUGHSDUWPHQWDO
acrimony between the DOL and DOE has prevented this very important component of the 
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skills development regime from performing optimally. Practically, this means that training 
providers struggle to accredit their training programs. A key policy recommendation is 
therefore to fast-track the bureaucratic process in this regard.
Administratively, the existence of so many SETAs raises the question of duplication of 
effort. It seems clear that this is evident in training the unemployed for example, where 
information and initiatives across the SETAs would be much more effective than individual 
SETAs developing programs individually. Additionally, and perhaps more fundamentally, 
cost-saving interventions such as sharing information systems could go a long way to 
increasing the efficacy of the SETAs and the numerous tasks they are mandated to 
perform. This is not to disregard the activities that are clearly unique to individual SETAs, 
but since all of them are governed by the same information procurement protocols – i.e. 
VROLFLWLQJLQIRUPDWLRQIURPPHPEHU¿UPV±WKHUHLVQRUHDVRQZK\WKLVSURFHVVFDQQRWEH
standardised and possibly centralised. This would serve the dual purpose of eliminating 
the possibility of fraudulent companies seeking reimbursement for training initiatives from 
multiple SETAs.
Regarding immigration of skilled workers, there are important economic principles at play 
here. Effectively, the skills development regime (legal and institutional) in SA starts from 
the premise that we have a (inherited) problem with skills in this country. The major way 
this is addressed is through the SETAs and the general education system. However, this 
framework – even if optimally administered – can only solve the problem in the medium- 
to long-term. They are closed-economy solutions. In order to speed up the process, you 
need to import skills; this is an open-economy solution. Both closed- and open-economy
solutions to the problem of skills shortages are necessary in South Africa. At the moment, 
WKH'+$ LVDFWLYHO\XQGHUPLQLQJH[SOLFLWO\RU LPSOLFLWO\ WKHSRWHQWLDORI¿UPV WR LPSRUW
VFDUFHVNLOOV7KLVFRPSOHWHO\QHJDWHVWKHHIIRUWWRDOOHYLDWHWKHFRQVWUDLQWVIDFHGE\¿UPV
and the country more generally. A key recommendation is therefore to drastically reduce 
(with a view to eliminating) restrictions on skilled foreign immigrants working in South 
Africa.
To put it another way, consider the following example: the United Kingdom allows people 
under the age of 28 that reside in the Commonwealth to spend two years working in that 
FRXQWU\7KLVHQDEOHV8.¿UPVWRHPSOR\IRUHLJQ ODERXU WKHUHE\DOOHYLDWLQJWKHLU ODERXU
market constraints for unskilled and semi-skilled workers that are willing to work at a 
VXI¿FLHQWO\ ORZZDJH6RXWK$IULFD¶V ODERXUPDUNHWFRQVWUDLQWVDUH WKHH[DFWRSSRVLWH
ZHQHHGH[SHQVLYHKLJKO\TXDOL¿HGZRUNHUV&RQVHTXHQWO\ZHQHHGWRHQFRXUDJHWKHP
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to work here. It would be advantageous to facilitate an environment where there was a 
WUDQVIHURI WKHVHVNLOOVZLWKLQ¿UPVWR ORFDOZRUNHUVEXWHYHQ LI WKLVGLGQRWKDSSHQ WKH
productivity gains associated with the employ of foreign skilled workers would help raise 
WKHFRPSHWLWLYHQHVVRI6$¿UPV
7KLVUDLVHVWKH¿QDOUHFRPPHQGDWLRQFRQFHUQLQJWKHQHHGWRIRFXVRQSURGXFWLYLW\DVD
FULWLFDOFRPSRQHQWRI WKHGH¿QLWLRQRIVNLOOVVKRUWDJHV:KHQGLDJQRVLQJRFFXSDWLRQDO
VNLOOVVKRUWDJHVLWLVLPSRVVLEOHWRNQRZZKHWKHUWKHFRQVWUDLQWVIDFHGE\¿UPVDUHELQGLQJ
in any way other than notional. This is a big part of the reason why the DOL can identify 
one set of numbers concerning skills shortages, and the DHA can identify a completely 
different number: the methodology is too arbitrary. Consequently, new information must 
EHVRXJKW IURP¿UPV LQ WKHLU:RUNSODFH6NLOOV3ODQVZKLFKVKRXOG LQFOXGHDVHFWLRQ
GHYRWHGWRSURGXFWLYLW\)XUWKHUUHVHDUFKQHHGVWREHFRQGXFWHGRQWKLVEXWRQHSRWHQWLDO
H[DPSOH LV WRDVN¿UPVWKDW LGHQWLI\SDUWLFXODUVNLOOVFRQVWUDLQWVWRTXDQWLI\ WKHH[SHFWHG
SURGXFWLYLW\ORVVHVDVVRFLDWHGZLWKVSHFL¿FRFFXSDWLRQDOVNLOOVVKRUWDJHVDQGRUHVWLPDWH
the expected productivity gains that would be experienced should that skills shortage be 
alleviated.
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 9. Appendices
Appendix 1: Managerial Competency Groupings in DYNA Training Survey
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Appendix 2: Scarce Skills by Main and Minor Occupational Categories,   
  DOL: 2004-2009
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Appendix 3: List of “Scarce and Critical” Skills Published by DHA, and   
  Number of Individuals Required in Each Occupation
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